How can voters make sense of economic outcomes they observe when deciding whether to reelect the incumbent? I propose a reference point theory of economic voting that emphasizes voters' need for reference points when evaluating incumbents' performance. Consideration of economic outcomes during the incumbent's term relative to recent past outcomes in the country and in a cross-national perspective provides two such reference points, enabling a better assessment of incumbent competence. Analyses of 475 elections in 62 countries over 40 years provide evidence for my theory. Incumbents who preside over relatively better (worse) economic outcomes in domestic and international contexts are rewarded (punished) at the polls, regardless of election-year performance. I also show that cross-national benchmarking is not a universal phenomenon and identify the conditions that are positively associated with the electoral salience of relative international performance. My theory and accompanying evidence highlight that economic voting is driven by incumbents' relative performance.
I n a televised debate just ahead of the 2012 French presidential election, opposition candidate François Hollande questioned the competence of the incumbent president, Nicolas Sarkozy, in managing the economy by pointing out the standstill on growth. Sarkozy's response was to emphasize the positive performance of the French economy relative to that of other European and OECD countries. Similarly, two years earlier across the English Channel, then leader of the opposition, David Cameron, assailed the Labour government by stressing that Britain was one of the first countries into recession and one of the last out of it during the Great Recession of . At the other edge of the continent, while Turkish Prime Minister Erdoğan was campaigning for his third consecutive term in 2011, he frequently compared his government's performance to that of his predecessors, making references to the period before his first term in office more than 10 years ago.
Why do politicians emphasize relative economic performance by engaging in such within-country temporal and crossnational comparisons?
1 Do voters take relative performance into account when evaluating the incumbent government, and if they do, is domestic or international relative performance more important for its electoral prospects? Traditional approaches to economic voting largely sidestep such questions. It does not matter, for example, whether economic outcomes on the incumbent's watch contrast sharply with recent past outcomes in the country or whether his or her tenure coincides with a global expansion or recession period. Voters are assumed to be "memoryless" in the sense that they forget about past outcomes and only focus on the most recent period. Moreover, they treat their national economies as if they exist in a vacuum, isolated from trends in the global economy. 2 The premise is that a given economic outcome corresponds to the same level of performance across different countries and time periods and, hence, should have similar electoral implications. Accordingly, it is not clear why a French voter would take into account the performance of the French economy vis-à-vis other economies of Europe or why a Turkish voter would think about how Erdoğan performed relative to past incumbents.
I propose a reference point theory that revisits how we think about economic voting by focusing on incumbents' relative performance. My fundamental premise is that the relationship between economic outcomes and support for the incumbent cannot be properly understood without a domestically and internationally comparative framework. Voters need reference points to interpret economic outcomes and evaluate the incumbent's performance in managing the economy. An extension to the competence model of retrospective voting (Alesina and Rosenthal 1995; Persson and Tabellini 1990) suggests that consideration of economic outcomes during the incumbent's term relative to recent past outcomes in the country (domestic comparison) and in a cross-national perspective (international comparison) provides voters with two such reference points. Thus, whether a given economic outcome corresponds to good or poor performance depends on the reference points and comparisons voters employ. In the anecdotes given earlier, politicians emphasized relative performance because voters' evaluations of the incumbent's record are shaped by it.
The macro-level implication of my argument is that incumbents who preside over relatively better (worse) economic outcomes in domestic and international comparisons will be rewarded (punished) in elections. This prediction should hold independent of absolute levels of economic performance, for example, election-year growth. To test this prediction I construct an original data set of economic voting that includes measures of relative domestic and international performance for 475 national-level executive elections in 62 countries from 1965 to 2014. I show that measures of both domestic and international relative performance are significant predictors of incumbent support at the polls, and election-year growth ceases to be a significant correlate of incumbent support once we account for relative performance. The analyses also suggest that when evaluating relative domestic performance, voters pay attention to differences in economic outcomes between different incumbency terms rather than year-to-year comparisons; a result that is consistent with the competence model. There are some conditions associated with the electoral salience of relative international performance, however. In line with my theoretical predictions, I observe the electoral effect of relative international performance only in countries with highly educated populations, and this effect strengthens as the level of a country's international trade intensity increases.
By offering a unified perspective that considers relative domestic and international performance simultaneously, the theory and supporting evidence have significant implications for understanding electoral accountability through economic voting. The omission of a fully comparative framework, which characterizes the state of the art in the retrospective voting literature, is likely to result in invalid inferences about how voters evaluate incumbents. Voters' past experiences shape their expectations of what good or poor performance would correspond to; thus it is essential to take into account recent past outcomes that voters faced when predicting their responses to new outcomes. In addition, my analyses build upon the nascent literature that emphasizes international comparisons for evaluating incumbents' performance by showing that the reported results do not extend to developing democracies with lower levels of average education-cross-national benchmarking does not seem to be a universal phenomenon but rather seems limited to voters in advanced democracies where availability of information about international economic outcomes is likely to be higher.
RELATIVE PERFORMANCE AND THE ECONOMIC VOTE
A review of the economic voting literature reveals that there are a only handful of studies that employ relative measures of economic conditions as explanatory variables. Even though these studies have contributed significantly to our understanding of how electoral accountability works, they do not fully capture the electoral consequences of relative economic performance. Campello and Zucco (2016) , Kayser and Peress (2012) , Leigh (2009), and Powell and Whitten (1993) , for example, examine the effect of relative international performance on incumbents' electoral fortunes but do not consider the domestic aspect of relative performance.
3 A potential explanation for the omission of relative domestic performance in empirical studies might be that the most popular measure of economic performance, GDP growth, is already thought to be a comparative measure. After all, GDP growth shows how the GDP stands today in comparison to an earlier period. But this logic is flawed as every economic measure needs some reference point for evaluation-for example, what can we make of the information "r% growth rate in country X in year Y" without proper context? This is the rationale for recent interest in the literature on cross-national benchmarking in the first place; given this need, however, it is odd to assume that voters will not turn to domestic benchmarking by comparing current economic outcomes to what they have observed in the recent past. To the best of my knowledge, Palmer and Whitten (1999) is the only study that recognizes 3. Hansen, Olsen, and Bech (2015) provide experimental evidence, though from a single case, on the electoral importance of relative international performance. A predictive test of this aspect of relative performance in the context of the 2013 German Bundestag election is presented by Kayser and Leininger (2016) . the domestic aspect of relative performance by distinguishing between expected and unexpected components of economic outcomes in industrialized democracies. Results of the analyses indicate that the unexpected components of growth and inflation have stronger electoral effects than for their overall levels, yet it is not possible to infer whether voters are rewarding competent incumbents or those who happen to be in power during a global expansion period.
Crucially, no study in the literature offers a unified perspective by considering relative domestic and international performance simultaneously. In their path-breaking work, Kayser and Peress (2012, 681) acknowledge that their goal is to establish that voters in advanced democracies engage in cross-national benchmarking, and they leave the question of how much "cross-national benchmarking matter[s] relative to within-country over-time comparisons" open. In addition, they do not offer a theoretical account for why relative performance should matter, and we do not know whether their results would hold in developing democracies as they cover elections from high-income OECD countries only. Campello and Zucco (2016) , for example, report that voters in a subset of Latin American countries seem to ignore the impact of exogenous shocks on domestic economies when deciding how to vote. 4 The authors conjecture that citizens' relatively low levels of access to information in these countries might account for this result, but do not test this proposition.
I develop such a unified theoretical framework as an extension to the competence model of retrospective voting and test its predictions using a large, original data set that covers elections from both developed and developing democracies. A formal derivation of the model is presented in the next section, but the intuition can be stated informally. In this framework voters seek high economic growth, and competent politicians are more likely to deliver it. Yet competence is private information and hence not directly observed, so the challenge for voters is how to select competent politicians. To do this, votersobserveeconomicoutcomesintheretrospectiveeconomy because if competent politicians are able to deliver higher growth,economicoutcomesshouldprovideinformationabout incumbent competence. Thus, voters use economic outcomes to assess incumbent competence, which in turn influences their vote choice.
Accordingly, the task for voters is to interpret economic outcomes to assess incumbent competence. Interpreting economic outcomes is not straightforward, however. There are at least two challenges associated with linking economic outcomes to incumbent competence, and consideration of economic outcomes relative to recent past outcomes in the country and in a cross-national perspective helps voters to cope with these challenges. First, a given outcome might signal different levels of incumbent competence depending on the domestic context. There are some slow-moving, countryspecific structural factors-for example, human capital, demographic structure, development level-that shape countries' potential economic performance to a significant extent in the short-to-medium term (Barro 1991) . For example, a 7% yearly GDP growth has not been an unusually high growth rate for China in the past two decades, yet it would have been highly unlikely for a developed country like France. By comparing economic outcomes during the current incumbent's term to recent past outcomes in the country, voters can put the incumbent's performance into the proper domestic context.
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A second challenge is the presence of economic shocks beyond incumbent control and, hence, competence. An international comparative framework could help voters to distinguish incumbent competence from exogenous shocks to the economy. Here we have to recognize that exogenous shocks typically affect multiple countries simultaneously, especially in the last few decades due to the increased level of economic integration. By observing how the national economy has performed in comparison to other countries that were likely to have been affected by exogenous shocks in a similar fashion, a voter can obtain useful information on how well the incumbent manages the economy, net of the impact of the exogenous shock. If a French voter during tough economic times in France observes economic weakness throughout Europe, she would conclude that there is a negative economic shock affecting the French economy as well. She can then incorporate this information together with how the French economy has performed relative to other European economies into her evaluation of the incumbent's competence.
An important condition for the electoral salience of relative international performance is the availability of relevant information to voters, from both a supply and a demand perspective. Most voters should be able to obtain sufficient information about domestic economic outcomes as a by-product of their daily economic activities and decisions even if they do not follow the news closely (Aidt 2000) . The same cannot be said about international economic outcomes, however. Hav-4. Campello and Zucco (2016) focus on 65 elections held between 1980 and 2010 in 10 Latin American countries which they identify as "lowsavings-commodity-exporting" countries.
5. Fixed-effects models may be considered a way of accounting for domestic comparisons, since they pick up within-country variation over time. This approach would not be satisfactory, however, as one would have to make the strict assumption that economic outcomes in each period should be compared with the average level over the entire period of analysis.
ing a sense of how the domestic economy fares in international comparisons requires receiving and digesting information about other countries' economies, and the media is likely to be the primary source of such information for voters (Kayser and Peress 2012) . The adequate availability of such information to a large number of voters should be a necessary condition for the electoral salience of relative international performance.
In addition to the importance of availability of relevant information for international comparisons, my theoretical development suggests that relative international performance is more informative to voters about the incumbent's competence if there is a group of countries (the international reference group) that shows a high degree of business cycle comovement with the voters' country. This is because if the domestic economy is expected to track the reference group outcomes very closely, then the voters can attribute any deviation in the country's performance from the reference group to incumbent competence. Empirical studies in the economics literature suggest that higher trade intensity between countries results in more closely correlated business cycles (e.g., Clark and Van Wincoop 2001; Frankel and Rose 1998) . Accordingly, higher trade intensity between the voters' country and the reference group countries should lead voters to put more weight on relative international performance when evaluating the incumbent's competence.
A REFERENCE POINT THEORY OF ECONOMIC VOTING
My theory is based on the competence model within the selection view of elections (Alesina and Rosenthal 1995; Persson and Tabellini 1990) . In this section, I first present the competence model of economic voting in its original form, and then I elaborate on my extension. 6 Consider an economy characterized by the following Phillips supply curve
where t indicates the time period, g t is the rate of economic growth, g is the "natural rate of growth" of the country, p t is the inflation rate, p e t is the expected inflation rate by voters for t at period t21, and h t is a random shock to the economy. 7 The random shock h t is the sum of two components, h t p c t 1 g t , which cannot be observed separately by voters; c t is the competence of the incumbent, and g t is a "nonpolitical" exogenous shock to the economy. The nonpolitical shock g t represents various exogenous shocks that affect the rate of growth and are beyond government control and competence. It is assumed to be drawn from a normal distribution with zero mean and finite variance j 2 g . The competence term, c t , captures the impact of the incumbent's managerial competence on the economy-a competent incumbent can achieve higher growth for a given level of inflation. Competence is modeled as a random variable since the nature of the policy problems that the incumbent might face is not known ex ante. Although random, an important feature of competence is that it is persistent; an incumbent who is competent today is likely to be competent in the near future as well. This is captured by modeling competence as a first-order moving average MA(1) of a sequence of competence shocks, c t p m t 1 m t21 , that are drawn from a normal distribution with zero mean and finite variance j 2 m . Voters' preferences regarding inflation and growth are specified as
Thus, voters like higher growth and lower inflation, and b 1 0 captures the benefit of growth relative to the cost of higher inflation. They are assumed to observe all economic variables in equation (1), that is, g t , g, p t , p e t (and indirectly h t ). Voters are also assumed to learn m t in the period following its realization. So at time t, voters know m t21 but not m t .
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These assumptions imply that there is no room for strategic pre-electoral manipulation-politicians have nothing to gain from doing anything but setting inflation at its expected rate, that is, p t p p e t . This simplifies equation (1) so that the realized growth rate equals natural rate of growth plus competence and exogenous shocks:
We assume that there is an election at the end of period t, and two candidates (the incumbent and the challenger) compete for unified control of the executive. Given the utility function of the voter in equation (2), she would like to maximize growth in the next period, and the expression of growth in equation (3) implies that her only tool is to select the politician whom she expects is going to be more competent in the next period. Regarding the challenger, the voter does not have any information concerning his or her competence since the competence process is MA(1). Thus, 6 . My derivation of the competence model of economic voting draws heavily on the presentation in Alesina and Rosenthal (1995) , Duch and Stevenson (2008) , and Scheve (2001) .
7. The natural rate of growth refers to a case of constant real wages. If the realized inflation exceeds expectation, then the reduction in the real wages implies a higher labor demand and higher growth rate.
8. Alesina and Rosenthal (1995) stress that by imposing a one-period delay on the competence shock, they are trying to capture the idea of voters having difficulty in distinguishing between competence and nonpolitical contributions to growth. the best forecast of the challenger's competence in period t 1 1 is simply the unconditional mean of competence in the population, zero.
The voter has more information available to forecast the incumbent's competence in period t 1 1. She observes how the economy performed in period t, and because of the persistent nature of competence, this information can be used to estimate the expected competence of the incumbent in period t 1 1 if he or she gets reelected. A standard derivation from the literature that is presented in the appendix (available online) results in the following expected value of the incumbent's competence in period t 1 1:
Equation (4) is the key result of the model as a signal extraction problem. The latter term ðg t 2 g 2 m t21 ) indicates how growth in the current period differs from the country's natural level of growth, discounted by the impact of the incumbent's known level of competence in the previous period. Voters also try to estimate how much of the observed economic performance can be attributed to incumbent competence via the first term, (j
This weighting term can be interpreted as the "competence signal" that controls how much information about the competence of the incumbent voters can extract from the observed growth of the economy. If the variance of the competence term j 2 m is large relative to the variance of the nonpolitical component of growth j 2 g , then voters are more prone to believe that any deviation of growth from its natural rate can be attributed to incumbent competence, since it varies more than other possible shocks. The attention of scholars of economic voting has been mostly on the interpretation of how the context affects this competence signal. Duch and Stevenson (2008) , for example, argue that higher trade openness and a more extensive state sector imply that j 2 g is large relative to j 2 m so that we should expect less economic voting in such a context. 9 
AN EXTENSION AND REINTERPRETATION OF THE COMPETENCE MODEL
There are at least two shortcomings of the competence model in its current form and use in empirical analyses. First, voters in the model are assumed to consider national economic outcomes independent of trends in the global economy, as they evaluate the incumbent's performance only against their own country's natural rate of growth via the term (g t 2 g). Voters therefore are assumed not to make any effort to estimate the value of the exogenous shock, g t , to their national economy; it does not matter whether the incumbent's term coincides with a global expansion or recession period or whether the national economy performs better or worse than other countries. This setup ignores relevant information that might be available to voters for the interpretation of economic outcomes. Through a simple extension of the model, I show that voters can better assess the competence of the incumbent by observing their country's relative international performance.
Another issue is related to the application of the model in empirical analyses. One of the key terms in the model is the country's natural rate of growth, g, which voters take as a (domestic) reference point when evaluating the incumbent's performance. Accordingly, voters do not respond to the absolute level of economic growth in period t but to its deviation from g. Yet scholars have typically paid scant attention to g in empirical analyses, treating it as a country-specific constant. Stevenson (2008, 2010) , for example, designate it as a constant, long-term equilibrium component that reflects voters' long-term expectations regarding economic outcomes. I argue that this approach is ill-suited to represent voter behavior. It is more appropriate to interpret g as reflecting a dynamic reference point that is shaped by recent domestic trends rather than a constant. In the following, first I present my extension to the competence model that incorporates relative international performance into the voter's estimation; then I discuss this alternative interpretation of g.
Incorporating relative international performance
To see how relative international performance helps voters to better assess the incumbent's competence, suppose that there is a group of countries which we label as the "reference group," R. An ideal reference group satisfies two conditions. First, the natural rates of growth of the voter's country and the reference group should be close to each other. That is, in the absence of any shocks, the growth rate of the voter's country is about the same as the average of the reference group countries. Second, the reference group should exhibit a high degree of business cycle comovement with the voter's country. Business cycles refer to the fluctuations in economic activity over time (e.g., change in GDP), and the economies of countries with a high degree of business cycle comovement move more in lockstep. This implies that exogenous shocks affect the economies of the voter's country and the reference group countries in a similar direction and magnitude. The better 9. Duch and Stevenson (2008, 149-55) also contend that voters who are attentive to global economic outcomes can better distinguish the relative sizes of competence and nonpolitical shocks. For example, if a voter is aware that fluctuations in her country's macroeconomy are very similar to those of an external set of countries, she is likely to conclude that the competency shocks should be small relative to nonpolitical shocks. The emphasis here is again on how the context affects the competence signal and not on the relative performance of the incumbent. these conditions are met, the more information about the incumbent's competence the voter can obtain by observing her country's economic performance relative to the reference group.
The two conditions regarding the relationship between economic outcomes in the voter's country and the reference group can be formalized as in equations (5) and (6):
Equation (5) states that the country's natural rate of growth, g, equals the natural rate of growth of the reference group, g R , plus a disturbance term, ε. The variance of the disturbance term is a measure of the similarity between the natural growth rates of the country and the reference group. Second, denote g R t as the random exogenous shock to the reference group, drawn from a normal distribution with zero mean and variance j 2 R . Then equation (6) states that g R t and the exogenous shock to the voter's country, g t , have a bivariate normal distribution with zero means, variances of j 2 R and j 2 g , and a correlation coefficient of r. Both r and the relationship between j 2 R and j 2 g have independent effects on the degree of business cycle comovement between the voter's country and the reference group. The correlation r serves as a measure of the synchronicity of the business cycles-whether the timing and direction of exogenous shocks coincide. This measure alone is not sufficient to specify business cycle comovement, however, because there could be cross-country differences with respect to the magnitude of the shocks, that is, the amplitude of the cycles (Mink, Jacobs, and de Haan 2007) . Even if the correlation r is one, the voter's country and the reference group could experience fluctuations of divergent magnitudes if the variances j How does this framework help the voter to estimate the incumbent's competence? Recall that in the original model the voter faced a signal extraction problem because she could not observe the competence and exogenous shocks separately. Thus, if the voter can obtain some information to estimate g t , she can avoid the signal extraction task and form an expectation of m t directly. By observing growth in the reference group, the voter can estimate g R t , which in turn can be used to estimate g t given that g R t and g t are correlated. The expression of growth for the voter's country in equation (3) can be adopted to write the growth equation for the reference group, as in equation (7), with each term corresponding to the average of the reference group countries (denoted with superscript R).
A critical observation and a corresponding assumption at this point is regarding the values of the competence shocks for the reference group, m R t and m R t21 . If there are a moderately large number of countries in the reference group, then it is plausible to assume that the average competence shock for the group for a given year is equal to its unconditional expected value, that is, zero. A single country might experience a positive or negative competence shock at any given time, but there should be no reason to assume that the average competence shock across a number of countries is different from its expected value. Within a given group, while some countries would experience positive competence shocks, others would have negative ones; thus, on average, they should cancel out. With this assumption we obtain
Accordingly, the voter will attribute any deviation of the observed growth of the reference group from its natural growth rate to the exogenous shock in period t. From the voter's point of view, the advantage of observing economic outcomes in the reference group is that the effects of competence shocks are purged. In addition, although voters might not directly observe the natural growth rate of the reference group, g R , equation (5) indicates that their best estimate for it is simply their own country's natural rate of growth. Thus, voters can estimate g R t through the following equation:
Now that the voter estimates g R t through equation (9), she can form an estimate for g t as well:
because E½g R t p E½g t p 0 and the assumption that j 2 R ≈ j 2 g . Using this expected value for g t , voters' optimal forecast for the incumbent's competence in period t 1 1 will be
Equation (11) is the key result of my extension. The terms in this expression that link economic outcomes to incumbent competence are g t , g, and g R t , as m t21 just discounts the impact of the competence shock in the previous period. In order to estimate the incumbent's competence, the voter compares growth in the current period (i) to the country's natural rate of growth (g t 2 g) and (ii) to the growth of the reference group countries (g t 2 g R t ). Essentially, then, the voter uses two reference points to evaluate the incumbent's performance. One of the reference points is domestic and the other is international. The voter assigns a higher level of competence to incumbents who perform better relative to these reference points, regardless of the absolute level of performance.
We also see that the domestic and international performance components in equation (11) are weighted by (1 2 r) and (r), respectively, where r is the correlation between the exogenous shocks to the voter's country and to the reference group. These weights indicate how the voter combines domestic and international performance to calculate the incumbent's expected competence in a very intuitive way. When r is small, meaning a low degree of business cycle comovement between the voter's country and the reference group, the voter will put little weight on relative international performance. In this case, the voter's competence calculation will be dominated by relative domestic performance. Conversely, when r is closer to one, relative international performance will be given more weight than domestic.
A reinterpretation of the domestic reference point in the model
An important term both in the competence model in its original form and in my extension is g, the country's natural rate of growth. This term serves as a domestic reference point for voters, and theoretically it refers to the growth rate that the national economy would attain if it were isolated from inflationary (or policy), competence, and exogenous shocks. Although quite intuitive theoretically, it is much less clear how to operationalize this term in empirical analyses. Other terms in the model (i.e., the growth rates of the country and of the reference group in a particular period) have relatively clear measures, but what would correspond to a country's natural rate of growth that is both theoretically appropriate and feasible to observe from voters' perspective? Addressing this question is important, as the misspecification of the reference point would lead to invalid conclusions in empirical analyses.
As I noted before, the practice in the literature is to consider this term to be a country-specific fixed effect reflecting a constant, long-term equilibrium component (e.g., Stevenson 2008, 2010) . This approach has significant shortcomings, however. Theoretically, a country's natural rate of growth could change over time (e.g., due to structural changes in human capital, productivity, etc.), and treating it as a longterm constant would miss such dynamics. In addition, this assumption places a considerable cognitive burden on voters, because a country-specific fixed effects approach implies that voters compare the incumbent's performance to economic outcomes over the entire period of analysis, typically corresponding to a period of 20-40 years. Indeed, considering the natural rate of growth of a country as a long-term factor that is known by voters constitutes an intriguing paradox for approaches that at the same time use only election-year measures of economic performance, claiming that voters forget most of their previous experience, and thus are myopic.
It is more appropriate to characterize g as a dynamic reference point that voters continuously update in line with their most recent experience. In particular, voters could use economic outcomes during the previous term as a domestic benchmark to evaluate the incumbent's performance in the current term. By definition, voters' search for a domestic reference point should exclude the current term, and thus this search might be dominated by outcomes during the previous term, potentially the most cognitively available information for this purpose. Outcomes during the previous term were affected by competence and exogenous shocks as well, however, and therefore this substitution would not exactly correspond to the country's natural rate of growth as theoretically conceived. Still, this approach might be considered as a middle ground for empirical analyses, reflecting rational voters' efforts to evaluate the incumbent's performance in a proper domestic context while at the same time acknowledging voters' cognitive and informational limitations.
This theoretical framework generates the following observable implications, which I explore in the rest of the article. First, equation (11) directly points to the importance of relative performance for incumbent support.
H1. Incumbents who have presided over relatively better (worse) economic outcomes, in light of domestic and international comparisons, should be rewarded (punished) at the polls. Once we account for relative performance, absolute measures of performance (e.g., election-year growth) should have no effect on incumbent vote share.
Second, the presence of the term g R t , the growth rate of the reference group countries, in equation (11) indicates that voters need to have some knowledge of international economic outcomes in order to judge their countries' relative international performance.
H2. The availability of information about international economic outcomes is a necessary condition for the electoral importance of relative international performance.
Finally, the weighting of the domestic and international performance components by r predicts that the country's international trade intensity is a moderating factor for the relationship between relative international performance and incumbent support.
H3. The electoral importance of relative international performance is positively correlated with the country's trade intensity.
RELATIVE ECONOMIC PERFORMANCE AND ELECTIONS
Does relative performance have electoral consequences for incumbents? In this section, I explore the electoral effects of relative economic performance systematically and test the three hypotheses derived from my theory by analyzing an original cross-national data set on economic voting that incorporates measures of relative domestic and international performance.
Data and measures
My data set comprises 475 presidential and legislative elections in 62 countries over a period of 40 years, from 1965 to 2014. This sample covers countries with a population of 1 million or more that received a democracy rating (polity2) of 16 or better in the Polity IV data set at the time of a presidential or legislative election, excluding postcommunist countries. 10 Elections from postcommunist countries are excluded because of the persuasive evidence in the literature that economic voting has a different dynamic in these countries. The transition away from communism was a period of extraordinary economic turbulence with long-lasting effects in voting behavior. In particular, the "winners" and "losers" of the transition continued to vote according to parties' stance vis-à-vis the communist past and the reform period (Fidrmuc 2000; Pop-Eleches and Tucker 2011; Tucker 2006 ). Tucker (2006 , for example, shows that voters in postcommunist countries reward protransition parties as the economy improves even if they are not in power. Empirical evidence indicates that such a "transitional identity" model better explains electoral outcomes in postcommunist countries than the standard accounts of economic voting.
The dependent variable in the analyses is the vote share of the party of the chief executive (Incumbent Vote).
11 Even in coalition governments, the party of the prime minister gets the most credit or blame for economic outcomes (Duch and Stevenson 2008; van der Brug, van der Eijk, and Franklin 2007) ; therefore, focusing on the vote share of the chief executive's party has been the standard practice in the literature (e.g., Duch and Stevenson 2008; Hellwig and Samuels 2007; Kayser and Peress 2012) . To control for past election outcomes, I include the party's vote share in the previous election into the specifications as well (Previous Vote).
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The key independent variables in the analyses are measures of relative domestic and international economic performance. My measure of relative domestic economic performance is the difference in average annual real GDP growth between the current incumbent's term and the previous term.
13 This measure is illustrated in figure 1 . Suppose we are at the time of Election t11 and the voter evaluates the relative domestic performance of the incumbent. According to my measure, she would compare the average growth during the incumbent's term (from Election t to Election t11 , namely, Growth Current ) with the average growth during the previous term (from Election t21 to Election t , namely, Growth Previous ). The difference between these average growth rates gives Relative Domestic Growth. For example, if the average growth during the incumbent's term is 4%, and the average growth in the previous term is 3%, then Relative Domestic Growth takes the value of 1%.
10. In addition, a number of cases are missing due to other factors, which include opposition party boycotts, noncompetitive institutional agreements between parties, or inability to identify the incumbent party or candidate. The list of elections in the data set and information on missing cases are provided in the appendix.
11. Chief executive corresponds to prime minister in parliamentary democracies and to president in presidential and semi-presidential democracies; hence legislative elections in the latter types of democracies are not included in the analyses. I use electoral results from the first round of elections for multiround elections.
12. Comparing the chief executive's vote share across two elections requires both elections to be democratic (i.e., the country having polity2 score of 16 or better), thus for countries that have democratized during the period of analysis the initial election after democratization is not included in the data set.
13. Following Hellwig and Samuels (2007) , I use economic data from the year preceding the election if the election was held in the first six months of the year. For example, if the election is held in February 1990, the year 1990 is not considered as part of the incumbent's term. Economic data of 2014 were not available for many countries as of the writing of the article; therefore, elections held in the second half of 2014 are excluded from the analysis.
My focus on the economic outcomes during the incumbent's whole term is a point of divergence from the traditional economic voting literature. The dominant practice in macro-level studies is to use only the election-year economic outcomes (or even a shorter period preceding the election) as the economic explanatory variables, because "voters . . . reward incumbents not broadly for economic growth throughout incumbents' terms, but narrowly for conditions in the six months or year before Election Day" (Healy and Lenz 2014, 31) . From a theoretical point of view this approach would not be appropriate for my argument-if economic outcomes are relevant for voting decisions to the extent that they provide information on the incumbent's competence, considering the whole term rather than the election year should be more informative. Moreover, all the evidence pointing to the dominance of election-year economic conditions comes from the US presidential elections (e.g., Achen and Bartels 2004; Kiewiet 1983; Kramer 1971) , and we do not know whether this pattern is generalizable to other democracies. In any case, in my models I control for the election-year growth in real GDP (Election-Year Growth) to test whether it will still have an impact on incumbent vote share after accounting for my measures of relative economic performance.
The second key independent variable in my model is a measure of relative international economic performance. To construct this measure, I took one of the approaches in Kayser and Peress (2012) and identified the top five export markets for each country and election year. The international reference point for a given country, International Growth, is the weighted average growth rate of its five export markets during the incumbent's term, where weights are given by the proportion of exports sent to each market. Accordingly, the top export market of a given country will have the biggest effect on that country's reference point, followed by other export markets. The difference between the average growth of a country during the incumbent's term and this trade-weighted reference point gives my measure of relative international performance, Relative International Growth.
14 Models include a set of controls commonly used in the literature. I control for the presence of coalition governments in parliamentary democracies (Coalition) as it should be negatively associated with vote shares of all parties, including that of the executive's party. The effective number of parties (Eff. Num. of Parties) in a country should have a similar effect. As the data set includes both legislative and presidential elections, I include a dummy variable for the latter (Presidential). Finally, Reelection is a dummy variable indicating that the incumbent president is running for reelection in presidential and semi-presidential systems. As Hellwig and Samuels (2007) note, the advantages associated with recognition and organization for sitting incumbents predict a positive coefficient for this variable.
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Analysis and results
Following the general approach in the literature (e.g., Bartels 2014; Hellwig and Samuels 2007; Kayser and Peress 2012) I estimate my models with ordinary least squares (OLS) regression using Huber-White robust standard errors clustered by country. Table 1 presents results for all samples. In model (1), I consider a traditional model of economic voting with election-year growth as the key independent variable. We see that growth in the election year has a positive effect on incumbent vote share, a result in line with the existing literature.
Model (2) introduces my measures of relative performance, Relative Domestic Growth and Relative International Growth. Both variables have positive and statistically significant effects on the incumbent's vote, providing evidence for the hypothesis that voters reward (punish) incumbents on whose watch the economy performs relatively better (worse) in domestic and international comparisons. This result holds even after controlling for growth in the election year, and crucially, election-year growth ceases to be a predictor for incumbent support once we account for relative performance. Thus hypothesis 1, that economic voting is driven by the incumbents' relative performance, finds empirical support. Substantively, the analysis indicates that one-percentage-point Figure 1 . Construction of Relative Domestic Growth 14. As Kayser and Peress (2012) note, countries that are close to each other, have large economies, share a common border, are members of the same region, speak the same language, and engage in regional free trade agreements trade more intensively. All these factors should be positively correlated with media coverage, and thus voters should be more likely to be exposed to information in the media about the economic outcomes in countries with closer trade linkages than others.
15. Data sources for all variables are listed in the appendix.
increase in relative domestic as well as international growth is associated with about a 1.3 percentage point increase in incumbent vote share. Model (2) highlights that while the recent approaches in the literature that take relative international performance into account to explain economic voting are heading in the right direction, they are incomplete. Similarly, we have to consider relative domestic performance, as voters engage in domestic benchmarking as well. Here I considered one particular theoretically guided measure of domestic benchmarking (the difference in average growth between the current and previous terms), but the question of how voters take into account previous economic outcomes when evaluating the present could be further pursued. For example, in table A2 of the appendix I consider the possibility of voters only looking at the election year relative to the previous year, which fails to explain support for the incumbent. Thus, a comparison of economic outcomes across different incumbency terms turns out to be more electorally relevant than year-to-year comparisons, an observation in line with the idea of voters trying to gauge incumbent competence by observing economic outcomes.
A second hypothesis that I put forward is the availability of information about the international economy as a condition for the electoral salience of relative international performance. My large sample includes elections from a diverse set of developed and developing countries, which facilitates exploration of this hypothesis. One plausible proxy for the availability of information is the population's average level of schooling. In countries where the average voter is better educated, there could be more demand and supply for such information in the media. Surveys in the United States indicate that a higher level of education is associated with greater levels of news consumption. 16 In addition, it might be appropriate to conceptualize the availability of information to voters not just as the amount of exposure to news but also as voters' capacity to "receive" information in terms of comprehension and retention (Price and Zaller 1993) . There is evidence in the literature that education is positively correlated with recall of current news and ability to digest information in news stories (e.g., Jerit, Barabas, and Bolsen 2006; Price and Zaller 1993 ). Thus, a higher level of education should make it easier for a voter to judge her country's relative international performance, considering both exposure to relevant information and the ability to process it.
In order to test this hypothesis, in model (1) of table 2 I add the interactions of the adult population's average years of total schooling in a country (Avg. Schooling) with economic performance measures. 17 The coefficient of the interaction of Avg. Schooling with Relative International Growth is positive and statistically significant, indicating that a better educated population is a strengthening factor for the electoral importance of relative international performance. Figure 2 plots the conditional coefficient of Relative International Growth produced by Model (1) across the sample range of Avg. Schooling. The marginal effect of relative international growth on incumbent vote increases with the population's average years of schooling and becomes statistically significant only when a certain threshold is passed. In the specification that I employ, relative international growth has a positive and statistically significant effect on incumbent vote when voters have at least about eight years of schooling on average.
This analysis suggests that, considering the average years of schooling across countries in the last decade, relative international performance will be a relevant factor for the electoral fortunes of incumbent governments in advanced democracies like Germany, the Netherlands, and Australia, but not in developing democracies like Brazil, Colombia, India, or Turkey. Thus, incumbents in developing democracies are 16. See, e.g., Dalager (1996) and reports by Pew Research (http:// pewrsr.ch/X0QIAU) and the American Press Institute (http://disq.us/8t3j22).
17. Data on schooling are from Barro and Lee (2010) . more likely to ride the wave of a global economic boom or get punished due to domestic fallout of a global recession. My theory and empirical evidence provide a clue for the divergent results reported on cross-national benchmarking in studies focusing on advanced democracies (Kayser and Peress 2012) and developing democracies (Campello and Zucco 2016) . Among other potential proxies for the availability of information about international economic outcomes are the country's average level of income and trade intensity. A higher level of average income could be associated with higher levels of media penetration, and there could be relatively more news about the international economy in the media of countries with higher trade intensity. To probe these possibilities, models (2) and (3) in table 2 consider the interactions of the country's GDP per capita (in constant 2005 US dollars, Income) and trade intensity (Trade Intensity) with economic performance measures, respectively. 18 The coefficients of these interaction variables with Relative International Growth are statistically insignificant; thus a country's average level of income and trade intensity do not seem to have an impact on the electoral salience of relative international performance. Model (4) highlights that the average years of schooling has a robust, positive effect on the electoral impor- 18. I construct the trade intensity variable for each country as follows. To measure the bilateral trade intensity between two countries, I calculate the sum of each country's imports from the other divided by the sum of their GDPs (this is the approach taken in Frankel and Rose [1998] ). For a given country, I calculate this measure for each of the country's top five export markets in each election year (since the international reference group is defined as the top five export markets). The trade intensity variable for a given country-election is the weighted average of these five bilateral trade intensities. In the analysis I use the natural logarithms of the income and trade intensity variables given their skewed distribution.
tance of relative international performance even after controlling for income and trade intensity.
Finally, my third hypothesis predicts that the importance of relative international performance for the incumbent's vote share in a country should be positively correlated with the country's trade intensity. The analysis reported in model (3) of table 2 is not appropriate to test this hypothesis, as it includes many countries with low levels of schoolingcontexts where we would not expect relative international performance to be electorally salient due to unavailability of relevant information to voters. Thus, for a proper analysis of the relationship between relative international performance and trade intensity, in table 3 I consider only the elections from countries with at least eight years of average schooling at the time of the election-the empirical threshold derived from previous analyses for the condition of the availability of information. We see that trade intensity of a country does have a positive impact on the electoral salience of relative international performance-figure 3 plots the marginal effect of Relative International Growth for the sample range of Trade Intensity as derived from table 3. Relative international growth does not have a statistically significant effect on incumbent vote share in countries with very low levels of trade intensity even if the country has a highly educated population, though the number of such cases is fairly low.
The preceding analyses of democratic elections during the last 40 years provide support for the three hypotheses derived from the reference point theory of economic voting. Incumbents' relative performance, both domestic and international, significantly affects their electoral fortunes. This finding is robust to the consideration of election-year performance; in fact, election-year growth does not predict incumbent vote once we account for incumbents' relative performance during their term. However, the electoral effects of relative international performance depend on the availability of relevant information to voters; my analyses suggest that cross-national benchmarking is limited to democracies with highly educated populations. Finally, deviations from the international benchmark are more informative about the incumbent's competence in countries with higher trade intensity, and therefore the electoral effects of relative international performance should be stronger in such countries; data support this prediction as well.
CONCLUSION
I began this article with some intriguing anecdotes of politicians appealing to the electorate by highlighting the relative performance of the national economy through comparisons. These anecdotes were puzzling in light of traditional approaches to economic voting, and they hinted at a new perspective on how voters evaluate economic outcomes. Building on this observation, I argued that the relationship between the economy and election results cannot be properly understood without a domestically and internationally comparative framework. I proposed a reference point theory of economic voting that explicitly incorporated this idea and found support for its macro-level empirical implications using a large, original data set.
The simultaneous recognition of the domestic and international components of an incumbent's relative performance is a theoretical innovation with implications for the study of retrospective voting in general. The domestic aspect of this framework stresses that in order to predict voters' responses to economic outcomes, it is essential to take into account recent past outcomes they have experienced. Voters with divergent past experiences would respond differently to a given economic outcome. For example, the theory predicts that the electoral implications of a given growth rate during the incumbent's term would depend on whether the economy had already been growing by about that rate before the incumbent took office or whether the rate of growth had been much lower or higher.
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The international aspect of relative performance highlights a rather recent phenomenon that is likely to be increasingly relevant for election results. Voters progressively become more informed about the state of other countries' economies, and this information furnishes them with an additional standard to evaluate the incumbent's record. My research suggests that currently we observe the electoral effects of relative international performance only in countries with highly educated electorates. This is likely due to the fact that the average voter in such democracies is sufficiently exposed to information about global economic outcomes, but the exact mechanism warrants further research. We can expect the electoral relevance of international performance to continue to strengthen, in both developed and developing countries, because of the increased information flow as a result of globalization. Scholars have explored the electoral consequences of globalization by focusing on the integration of national markets for goods and capital (e.g., Duch and Stevenson 2008; Hellwig and Samuels 2007; Scheve 2001) . My work highlights the transnational flow of information as another avenue of research to study the electoral impact of globalization.
The analyses presented can be seen as the beginning of a broader research agenda. One of the most exciting research avenues is the exploration of the mechanisms through which voters' reference points for evaluating economic outcomes are shaped. Carefully designed surveys could tap into voters' perceptions of past outcomes in their country and how they shape their current expectations of what good or bad performance would correspond to. These expectations could be affected by the presence of externally imposed economic constraints (e.g., by the IMF, EU) as well. There might also be heterogeneity within the electorate; some voters might pay more attention to inflation than growth or unemployment. Similarly, the question of how voters integrate international economic outcomes into their evaluations is another area of further study. The news media is likely to be the primary source of information for voters about economic outcomes in other countries; thus a plausible starting point in this direction would be a systematic cross-national analysis of how the media reports international economic outcomes.
Overall, I have provided evidence for the presence of electoral accountability through the economic vote-voters are responsive to their representatives' performance in office, and it is possible to observe this with a careful consideration of how they evaluate outcomes. This is a rather encouraging conclusion for democratic theory. Relative performance matters when we look for electoral accountability through the economic vote, and differences in relative performance might account for why electoral rewards (and punishments) can vary for similar absolute levels of economic performance across countries and time periods.
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